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JURISDICTION
The Utah Court of Appeals has jurisdiction over this matter
pursuant to section 78-2a-3(2)(a) of the Utah Code, giving it
appellate jurisdiction over the final Orders and Decrees
resulting from formal adjudicative proceedings of state agencies.
This action is an appeal from Final Agency Action taken by the
Utah Department of Health following a formal hearing.

ISSUES PRESENTED AND STANDARD FOR REVIEW
ISSUES PRESENTED
The following are at issue in this Appeal:
1.

Did the Utah Department of Health, Division of Health

Care Financing, fail to act reasonably when it determined that
Jody Bleazard was not a resident of an institution during the
month of March, 1992?
2.

Did the Department of Health, Division of Health Care

Financing, fail to act reasonably when it determined that Jody
Bleazard was not entitled to Medicaid benefits during the month
of March, 1992?

STANDARD OF REVIEW
Review of this matter is governed by Section 63-46b-16(4) of
the Utah Code.

It provides:

The appellate court should grant relief only if, on the
basis of the agency's record, it determines that a
person seeking judicial review has been substantially
prejudiced by any of the following:

3

(a) the agency action, or the statute or rule on which
the agency action is based, is unconstitutional on its face
or as applied;
(b) the agency has acted beyond the jurisdiction
conferred by any statute;
(c) The agency has not decided all the issues
requiring resolution;
(d) the agency has erroneously interpreted or applied
the law;
(e) the agency has engaged in an unlawful procedure
decision-making process or has failed to follow prescribed
procedure;
(f) the persons taking agency action were illegally
constituted as a decision-making body or were subject to
disqualification;
(g) the agency action is based upon a determination of
fact, made or implied by the agency, that is not supported
by substantial evidence when viewed in light of the whole
record before the court;
(h) the agency action is:
(i)
an abuse of the discretion delegated to the
agency by statute;
(ii) contrary to the rule of the agency;
(iii) contrary to the agency's prior practice,
unless the agency justifies the inconsistency by giving
facts and reasons that demonstrate a fair and rational
basis for the inconsistency; or
(iv)

otherwise arbitrary or capricious.

Petitioner claims that the Agency (1) Erroneously
interpreted or applied federal regulation, id.

§ 63-46b-16(4)(e);

(2) Abused the discretion delegated to it by statute, id.

§ 63-

46b-16(4)(h)(i); (3) Acted contrary to the rule of the agency,
id.

§ 63-46b-16(4)(h)(ii); and (4) Acted otherwise arbitrarily

and capriciously, id.

§ 63-46b-16(4)(h)(iv).

With respect to the first charge, absent a grant of
discretion, a correction-of-error standard of review is used.

Morton International,

Inc.

v. Auditing

(Utah 1991); Mor-Flo Industries
(Utah Ct. App. 1991).

Division,

814 P.2d 581

v. Board of Review,

817 P.2d 328

Petitioner admits, however, that the Utah

Code provides for such discretion by the Department of Health.
4

Utah Code Ann. SS 26-18-1 to -11 (1989 & Supp. 1992).

Thus,

review of the Agency's interpretation and application of federal
regulations is by a reasonableness standard.
International,

Morton

814 P.2d at 857.

As to petitioner's further contentions, current case law
provides that abuse of discretion, departure from agency rules,
and arbitrary and capricious action should also be reviewed
Union

according to whether the agency's action was reasonable.
Pacific

Railroad

Co. v. Auditing

Division,

199 Utah Adv. Rep. 13,

14 (Utah 1992)(action against agency rule); Chicago

Bridge

& Iron

Co. v. Tax Comm'n, 839 P.2d 303, 307 (Utah 1992)(abuse of
discretion by agency); Anderson

v. Public

Service

Comm'n, 839

P.2d 822, 824 (Utah 1992)(arbitrary and capricious action by
agency).

With a reasonableness review, the court should allow

some, but not total, deference to the agency's action.
Pacific

Railroad

Co.,

Union

193 Utah Adv. Rep. at 14.

CONTROLLING LAW
Rule R515-333-302(l) of the Utah Administrative Code provides:
The Department shall provide Medicaid coverage to
individuals in institutions who are eligible as
described in 42 CFR 435.300 - 435.310, 1990 ed. and 45
CFR 211 revised as of October 1, 1990.
Sections 435.301 - 310 of 42 C.F.R. are set forth in the
Addendum.
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Assistance Payments Administration, Volume III-F, section 215-2
provides:
Who is a "Resident" of a Household?
A person living in a household is a resident of that
household.
(1) Anyone who moves from a household to an
institution is still considered a resident of a household
for the month he is admitted to the institution.
(2) Anyone who moves from an institution to a
household is considered a resident of a household for the
month he leaves the institution.
Assistance Payments Administration, Volume III-F, section 215-3
provides, in relevant part:
Who is a "Resident" of an Institution?
Unmarried People/People Married to Residents of Institutions
A person living in an institution is a resident of an
institution, beginning the month after he enters an
institution. The client remains a resident of an
institution as long as he continues to live there until the
month before he leaves the institution. If the client dies
in the institution, consider the client a resident of the
institution for the month he died UNLESS it was also his
first month in an institution.
Assistance Payments Administration, Volume III-F, section 215-4
provides:
Residents of Medical Institutions
Medicaid policy defines all institutions as MEDICAL or
NON-MEDICAL. A medical institution is a facility that is
organized to provide medical care. Medical institutions
include, but are not limited to:
(1) hospitals
(2) skilled nursing facilities
(3) intermediate care facilities
(4) the Utah State Training School
(5) Institutions for Mental Disease
Any resident of an institution that is primarily
engaged in providing diagnoses, treatment or care to persons
with tuberculosis is not eligible for Medicaid.
A resident of a medical institution may be eligible for
Medicaid if all of the factors of eligibility are met.
Follow the Rules in Volume III-M.
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Assistance Payments Administration, Volume III-M, section 485(3)
provides, in relevant part:
Whose Income to Count . . .
Clients Without Spouses
If the client is a widowed or divorced adult, or an
adult who has never married, count only the clientfs income
to determine eligibility.
If the client is an unemancipated child, count the
income of the parent to determine eligibility in the month
of discharge into the medical institution. Beginning the
month AFTER entry into the medical institution and until the
month before discharge, count only the client's income.
Assistance Payments Administration, Volume III-M, section 557-1
provides:
When the Institutionalized Client is Single
Count only the assets of the client to determine
initial eligibility. If the client is an unemancipated
child, count the assets of the parents ONLY for the month of
entry and the month of discharge.
Count only the assets of the client to determine
ongoing eligibility.

STATEMENT OF THE CASE
This is an Appeal from Final Agency Action taken by the Utah
Department of Health, Division of Health Care Financing.

By that

Action, the agency denied Shauna Bleazardfs claim for Medicaid
benefits on behalf of her child, Jody Bleazard, for the month of
March 1992.
Upon denial of Ms. Bleazardfs application, she requested a
hearing (Request for a Hearing, Appellate Record at 68,
hereinafter

fl

R. at

" ) , and a formal hearing was held August

28, 1992 (Transcript, R. at 52-61).

On September 23, 1992, The

Department of Health, by Rod Betit, Interim Executive Director,
upheld the denial of benefits on the stated grounds that Jody
7

Bleazard was not a resident of an institution (Final Agency
Action, R. at 43-46).

Primary Children's Medical Center, on

behalf of Ms* Bleazard, requested reconsideration of the action
(R. at 40-42), but that request was denied October 27, 1992
(Response to Request for Reconsideration, R. at 37-38),
Following that denial, this Appeal was filed (R. at 30-31).

STATEMENT OF FACTS
Primary Children's Medical Center is a medical institution
(Transcript of Hearing, R. at 54).

In February 1992, Jody

Bleazard, a young girl, was admitted to Primary Children's
Medical Center for ongoing medical care (Transcript of Hearing,
R. at 57). Although the record does not show the reason for her
hospitalization, she remained at Primary Children's Medical
Center continuously during three months, February, March and
April of 1992 (Transcript of Hearing, R. at 57).

Jody's bill for

that month has not been paid (Transcript of Hearing, R. at 59).
Although it is not reflected in the record, the parties have
not disputed the fact that Jody's resources, not counting those
of her parents, satisfy the eligibility requirements for Medicaid
coverage (Transcript of Hearing, R. at 52-61).

The Department of

Health, Division of Health Care Financing denied benefits because
her parent's assets exceed the eligibility requirements (R. at
69) .

8

SUMMARY OF ARGUMENT
This appeal concerns the eligibility of Jody Bleazard for "F
Medicaid" during the month of March 1992. The rules governing F
Medicaid provide that a resident of a medical institution is
eligible for such benefits so long as the resources available to
him or her do not exceed applicable limits. While a person is a
resident of an institution, the rules specifically provide that a
childfs resources do not include those of his or her parents.
Jody was a resident of an institution during March 1992, and her
resources do not exceed the level for eligibility.

Therefore,

she was eligible for F Medicaid during March 1992.
The Department of Health, Division of Health Care Financing,
however, denied benefits to Jody on the grounds that she was not
a resident of an institution.

In so doing, the Agency ignored

its rules defining residency in an institution and instead relied
on a number of inapplicable regulations discussing "temporary
absence."

The Agency's position is contrary to the language of

its rules and is without basis in law.

By denying the requested

benefits, the Agency not only denied needed medical expenses to a
young child, but abused its discretion, acting in an arbitrary
and capricious matter, contrary to federal law and the rules of
the Agency.

The action was unreasonable, entitling petitioner to

an order reversing the Agencyfs action.

9

ARGUMENT
In denying Medicaid benefits to a young child, Jody
Bleazard, the Department of Health, Division of Health Care
Financing (hereinafter "the Department") failed to act in
accordance with its rules. As its action was unreasonable,
petitioner is entitled to an order reversing the Departments
action.

I.

JODY BLEAZARD IB ENTITLED TO MEDICAID BENEFITS FOR
MARCH 1992 BECAUSE SHE SATISFIES THE RULES OF
ELIGIBILITY.

To determine the eligibility of Jody Bleazard for Medicaid,
attention must first be directed to the Medicaid program itself.
Pursuant to federal law, 42 U.S.C. S 1396a, a state participating
in the Medicaid program must provide medical benefits to certain
needy individuals. See, e.g., Id.

§ 1396a(a)(10)(A)(i).

Additionally, states can choose to provide similar benefits to
other persons whose income and resources do not exceed a certain
level. See, e.g., Id.

§ 1396a(a)(10)(A)(ii). It is the latter

coverage which is at issue here.

A.

In Utah, Medicaid is Available to Persons in
Institutions who Satisfy Minimum Income Requirements.

The classification of benefits sought on behalf of Jody
Bleazard has been designated by the State of Utah as "F
Medicaid."

The pertinent regulation, Rule R513-333-302(1) of the

Utah Administrative Code, provides: "The Department shall provide
Medicaid coverage to individuals in institutions who are eligible
10

as described in 42 CFR 435.300 - 435.310 (1990 Ed.).,f1

The

Federal Regulation referred to governs those classes of persons
who the state has the option of including in their Medicaid plan,
commonly referred to as the "medically needy".
Thus, by Utah regulation, the Department specifically
declares its intent to cover medically needy persons who are
residents of institutions.

Because Jody Bleazard meets both of

these requirements, she is entitled to Medicaid benefits.

B.

Jody Bleazard was a Resident of an Institution during
March 1992.

The rules governing F Medicaid2 provide that an individual
seeking benefits is either a resident of an institution or a
household.

APA Manual, Volume III-F, § 215-1.

They add: "A

person living in an institution is a resident of an institution
beginning the month after he enters an institution.

The client

remains a resident of an institution as long as he continues to

F Medicaid is also available to certain "medically needy"
persons who are not in institutions. Utah Admin. Code R513-333302.
2

Pursuant to section 26-18-3 of the Utah Code, the
Department has contracted with the Department of Human Services
to draft rules for the administration of the Medicaid program.
These rules are compiled in several volumes, referred to as
Assistance Payments Administration Manuals. They will be cited
to herein as "APA Manual", with volume and section numbers. All
cited sections are attached hereto in the addendum.
11

live there until the month before he leaves the institution."3
APA Manual, Volume III-F, § 215-3•
In contrast, a resident of a household is "a person living
in a household."

APA Manual, Volume III-F, § 215-2.

This

definition, however, has some significant modifying provisions,
which also clarify institutional residency.

First: "Anyone who

moves from a household to an institution is still considered a
resident of a household for the month he is admitted to the
institution."

Second:

"Anyone who moves from an institution to

a household is considered a resident of a household for the month
he leaves the institution."

Id.

These definitions unambiguously indicate that Jody Bleazard
was a resident of an institution, Primary Children's Medical
Center,4 in March 1992.

For the months of admission and

discharge, February and April, 1992, she would be considered a
resident of the Bleazard household.
a resident of the institution.

For March, however, she was

Thus, so long as she meets the

income and resource requirements, she would be eligible for
Medicaid in that month.
3

This provision is somewhat ambiguous as to residency upon
discharge from an institution in that it might be read to
eliminate institutional residency both for the month of discharge
and the proceeding month. When read in conjunction with the
definition of "household", APA Manual, Volume III-F, § 215-2, and
asset standards, APA Manual, Volume III-M, § 557-1, it is clear
that only the month of discharge is excluded from institutional
residency.
4

Primary Childrenfs Hospital is a "Medical Institution", as
that term is used in rules governing eligibility for Medicaid.
APA Manual, Volume III-F, §§ 215-1, 215-4. The Department has
not disputed this fact (R. at 56).
12

C

Jody Bleazard is Medically Needy and Therefore Entitled
to Receive F Medicaid.

As Jody Bleazard is a young child with no income or
significant assets, the Department has not disputed that in March
1992, she, evaluated alone, met the income and resource
requirements for Medicaid.

The Department has, however,

attempted to apply to Jody the income and resources of her
parents, using their income as a basis to deny her benefits.
Such application, however, is inconsistent with the rules
governing residents of institutions.
The rules provide that "A resident of a medical institution
may be eligible for Medicaid if all the factors of eligibility
are met.

Follow the rules in Volume III-M."

III-F, § 215-4.

APA Manual, Volume

Volume III-M applies specifically to

institutionalized persons, addressing their eligibility.
Addressing asset standards, particularly whose income should be
included in determining eligibility, it states:
If the client is an unemancipated child, count the income of
the parents to determine eligibility in the month of entry
and the month of discharge into the medical institution.
Beginning the month AFTER entry into the medical institution
and until the month before discharge, count only the
client's income.
APA Manual, Volume III-M, § 485(3)(emphasis in original); see
also

id.

§ 557-1 ("Count only the assets of the client to

determine eligibility.

If the client is an unemancipated child,

count the assets of the parents ONLY for the month of entry and
the month of discharge").
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Summarizing these rules, during the months that a child
qualifies as a resident of an institution, parental income is not
used to determine eligibility.

Therefore, because Jody Bleazard

was a resident of an institution in March 1992, her parents1
income and resources are irrelevant to this case. Without those
resources, Jody meets the eligibility qualifications for F
Medicaid.

Because she is so entitled, the Department's denial of

those benefits was unreasonable.

Thus, this court should reverse

the Agency's action and order the payment of benefits for March
1992.

II.

THE DEPARTMENT OF HEALTH ACTED UNREASONABLY AND
CONTRARY TO ITS OWN RULES, IN DENYING MEDICAID BENEFITS
TO JODY BLEAZARD.

Despite the rules outlined above, the Department of Health
denied Medicaid benefits to Jody Bleazard on the stated grounds
that she was not a resident of an institution.

Instead, the

Department alleged that she was only temporarily absent from her
household (Final Agency Action, R. at 43-46; Response to Request
for Reconsideration, R. at 37-38).

The definition of "Resident

of an Institution", however, contains no such exception. APA
Manual, Volume III-F, § 215-3.

To justify its decision, the

Department cited rules and regulations out of context and
inapplicable to the Jody's application.
basis in law.
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Its position is without

A.

The Authority Cited by the Department in Taking its
Action is Either Inapplicable to this case or in
Opposition to the Department's Position.

The first rule cited by the Department comes from the APA
Manual, Volume III-F, § 305-2(4).

It is titled "Temporary

Absence" and provides that adults and children should be counted
as living with each other during temporary absences from the
home.

It adds, "This includes absences for schooling, visits and

medical treatment."

Its purpose, however, is not to determine

the eligibility of an institutionalized person, but to establish
eligibility of a caretaker relative. See 42 C.F.R. §
435.301(b)(2)(ii).

The heading to the rule provides:

"An adult

may be eligible for F Medicaid if that adult is a specified
relative for a child living in the same home." APA Manual,
Volume III-F, § 305-3(1).
If Jody's mother or father sought F Medicaid as a caretaker
for Jody in the home, this provision would apply to determine his
or her eligibility.

It is not, however, relevant to the

determination of whether Jody is a resident of a household or
institution.
The Department next cites section 416.1167 of 20 C.F.R., a
regulation defining temporary absence for certain Social Security
benefits (Final Agency Action, R. at 45).

The regulation states:

A temporary absence, for the purpose of deeming, occurs when
you or your ineligible spouse or parents or any eligible
child leaves the household but intends to, and does, return
in the same month or the month immediately following. If
the absence is temporary, we continue to consider the member
of the household.

15

Admittedly, this regulation specifically states that an
individual who is temporarily absent from her home does not lose
her status as a resident of the household.

Because Jody's

eligibility for F Medicaid is not based on Social Security,
however, the regulation does not apply to this case.
Further, the definition of temporary absence in this
regulation cuts in favor of Jody.

Jody Bleazard did not depart

from her home or return in the same month or in the month
immediately following.
from her home.

Therefore, she was not temporarily absent

She was a resident of an institution.

The Department also refers to sections 435.711 and 712 of 42
C.F.R.

By their terms, these apply not to the medically needy,

but to categorically needy individuals.

As Jody's claim is based

on her being categorically needy, these provisions do not apply.
Further, they do not support the Department's position.

Section

435.712 states that "the agency must consider income and
resources of spouses or parents as available to the individual
whether or not they are actually contributed, if
same household."

Id.

(emphasis added).

they

live

in

the

As was noted above, Jody

was not a resident of the Bleazard household in March 1992.
Therefore, this section does not apply.
In contrast to the section cited by plaintiff, the
provisions dealing with application of parental income to
children for medically needy individuals leave discretion to the
state.

42 C.F.R. § 435.821. They provide that while a state

must count income and resources actually contributed to the
16

child, the application of income not contributed is at the
state's discretion.

Id.

§ 435.821(c).

As there is no such

requirement for the benefits requested, and in fact there are
specific rules provided otherwise, there is no reason to apply
the income of Jody's parents to Jody for March 1992.
Finally, following up a reference in section 435.711 of 42
C.F.R. to AFDC eligibility, the Department cites section 233.90
of 45 C.F.R., which provides that a home exists so long as a
relative exercises care and control of the child (Final Agency
Action, R. at 45-46).

The Department argues that because the

Bleazards did not cease exercising care or control over their
child, she was not a resident of an institution.

As with the

other regulations cited by the Department, however, this has no
application to Jody's claim.

While certain categories of F

Medicaid involve potential AFDC eligibility, see Utah Admin. Code
R513-333-302(2), Jodyfs eligibility is based instead on her
institutional status.

Thus, the regulation does not apply.

Further, the purpose of the regulation cited is to allow
parents to receive AFDC even though their child is "temporarily
absent from the customary family setting."

As Jody's parents do

not seek such benefits, the regulation does not apply.
Finally with respect to this regulation, the Department
concludes, without a finding of fact, that the Bleazard's did not
cease providing care and control of Jody.

The fact that all

Jody's was provided by the employees and agents of Primary
Children's Medical Center would indicate to the contrary.
17

B.

The Department's Denial of Benefits was Unreasonable.

Reviewing the action of the Department, it is clear that
when asked to address the eligibility of Jody Bleazard for
Medicaid, it ignored its own rules and looked to inapplicable
rules and regulations in an effort to deny her claim.

By failing

to follow the established rules, its action was unreasonable,
requiring reversal by this court.

CONCLUSION
Despite the claim of Ms. Bleazard on behalf of her daughter,
supported by existing rules of the Department, the Department
denied her benefits.

In so doing, it ignored its own rules,

applying regulations without relevance to this matter.

As such

Action was unreasonable, this court should reverse the Agency's
action, ordering the payment of benefits for March 1992.

DATED this /*r

day of February, 1993.

DAVID B. ERICKSON
KIRTON, McCONKIE & POELMAN

... 4P1&0
Davia B. E^j^kson^/^
David J. H a r d y / y '
Attorneys for/Petitioner
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CERTIFICATE OF SERVICE
I hereby certify that on the /*

day of February, 1993,

four true and correct copies of the BRIEF OF PETITIONER were
deposited in the United States Mail, postage prepaid, to:
J. Stephen Mikita
Douglas W. Springmeyer
UTAH ATTORNEY GENERALfS OFFICE
120 North 200 West Street
Salt Lake City, Utah 84103
Attorney for Respondent
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1.

42 C.F.R. §§ 435-301 to -310

2.
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3*

Assistance Payments Administration, Volume III-F, § 305-3

4.

Assistance Payments Administration, Volume III-M, § 485
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Assistance Payments Administration, Volume III-M, § 557

§ 435.227

MEDICAID REIMBURSEMENT STANDARDS

§ 435.227. Individuals under age 21 who are
under State adoption assistance
agreements.
(a) The agency may provide Medicaid to individuals
under the age of 21 (or, at State option, age 20, 19,
or 18)—
(1) For whom an adoption agreement (other than
an agreement under title IV-E) between the State and
the adoptive parent(s) is in effect;
(2) Who, the State agency responsible for adoption
assistance, has determined cannot be placed with adoptive parents without Medicaid because the child has
special needs for medical or rehabilitative care; and
(3) Who meet either of the following:
(i) Were eligible for Medicaid under the State plan
before the adoption agreement was entered into; or
(ii) Would have been eligible for Medicaid before
the adoption agreement was entered into, if the eligibility standards and methodologies of the title
IV-E foster care program were used without employing the threshold title IV-A eligibility determination.
(b) For adoption assistance agreements entered into
before April 7, 1986—
(1) The agency must deem the requirements of paragraphs (a)(1) and (2) of this section to be met if the
State adoption assistance agency determines that—
(i) At the time of the adoption placement, the child
had special needs for medical or rehabilitative care that
made the child difficult to place; and
(ii) There is in effect an adoption assistance agreement between the State and the adoptive parent(s).
(2) The agency must deem the requirements of paragraph (a)(3) of this section to be met if the child was
found by the State to be eligible for Medicaid before
the adoption assistance agreement was entered into.
[55 FR 48608, Nov. 21, 1990]
Options for Coverage of the Aged, Blind, and
Disabled

§ 435.230. Individuals receiving only optional
State supplements.
(a) The agency may provide Medicaid, in one or
more of the following classifications, to individuals
who receive only an optional State supplement that
meets the conditions specified in paragraph (b) of this
section and who would be eligible for SSI except
for the level of their income:
(1) All aged individuals.
(2) All blind individuals.
(3) All disabled individuals.
(4) Only aged individuals in domiciliary facilities or
other group living arrangements as defined under SSI.
(Matthew Bender & Co., Inc.)
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(5) Only blind individuals in domiciliary facilities
or other group living arrangements as defined under
SSI.
(6) Only disabled individuals in domiciliary facilities
or other group living arrangements as defined under
SSI.
(7) Individuals receiving a federally administered
optional State supplement that meets the conditions
specified in this section.
(8) Individuals in additional classifications specified
by the Secretary for federally administered supplementary payments under 20 CFR 416.2020(d).
(b) Payments under the optional supplement program must be—
(1) Based on need and paid in cash on a regular
basis;
(2) Equal to the difference between the individual's
countable income and the income standard used to
determine eligibility for supplement. Countable income
is income remaining after deductions required under
SSI or, at State option, more liberal deductions are
made (see § 435.1006 for limitations on FFP in Medicaid expenditures for individuals receiving optional
State supplements); and
(3) Available to all individuals in the State; however, the plan may provide for variations in the income standard by political subdivision according to
cost-of-living differences.
§ 435.231. Individuals in institutions who are
eligible under a special income level.
(a) If the agency provides Medicaid under § 435.211
to individuals in institutions who would be eligible for
AFDC, SSI, or State supplements except for their institutional status, it may also cover aged, blind, and
disabled individuals in institutions who—
(1) Because of their income, would not be eligible
for SSI or State supplements if they were not institutionalized; but
(2) Have income below a level specified in the plan
under § 435.722. (See § 435.1005 for limitations on
FFP in Medicaid expenditures for individuals specified
in this section.)
(b) The agency may cover individuals under this
section whether or not the State pays optional supplements.
[43 FR 45204, Sept. 29,1978, as amended at 45 FR 24884,
Apr. 11, 1980]
Subpart D—Optional Coverage of the Medically
Needy

§ 435.300. Scope.
This subpart specifies the option for coverage of
medically needy individuals.
(Rei.4-5/92

Pub 299)
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REGS: GENERAL REQUIREMENTS

§ 435.301. General rules.
(a) A medicaid agency may provide Medicaid to
individuals specified in this subpart who—
(1) Either—
(i) Have income that meets the applicable standards
in §§ 435.812 through 435.814; or
(ii) If their income is more than allowed under those
standards, have incurred medical expenses at least equal
to the difference between their income and the applicable income standard; and
(2) Have resources that meet the applicable standards in §§ 435.840 through 435.843.
(b) If the agency chooses this option, the following
provisions apply:
(1) The agency must provide Medicaid to the following individuals who meet the requirements of paragraph (a) of this section:
(i) All pregnant women during the course of their
pregnancy who, except for income and resources,
would be eligible for Medicaid as mandatory or optional categorically needy under subparts B or C of
this part;
(ii) All individuals under 18 years of age who, except
for income and resources, would be eligible for Medicaid as mandatory categorically needy under subpart
B of this part;
(iii) All newborn children born on or after October
1, 1984, to a woman who is eligible as medically needy
and is receiving Medicaid on the date of the child's
birth. The child is deemed to have applied and been
found eligible for Medicaid on the date of birth
and remains eligible as medically needy for one year
so long as the woman remains eligible and the
child is a member of the woman's household. If the
woman's basis of eligibility changes to categorically
needy, the child is eligible as categorically needy under
§ 435.117. The woman is considered to remain eligible
if she meets the spend-down requirements in any consecutive budget period following the birth of the child.
(iv) Women who, while pregnant, applied for, were
eligible for, and received Medicaid services as medically needy on the day that their pregnancy ends.
The agency must provide medically needy eligibility
to these women for an extended period following
termination of pregnancy. This period extends from
the last day of the pregnancy through the end of
the month in which a 60-day period, beginning on
the last day of pregnancy, ends. Eligibility must be
provided, regardless of changes in the woman's financial circumstances that may occur within this extended
period. These women are eligible for the extended
period for all services under the plan that are pregnancy-related (as defined in § 440.210(c)(1) of this subchapter).
(2) The agency may provide Medicaid to any of the
following groups of individuals;
(Matthew Bender & Co.. Inc.)

§ 435.310

(i) Individuals under age 21 (§ 435.308).
(ii) Caretaker relatives (§ 435.310).
(iii) Aged (§ 435.330.320 and 435.330).
(iv) Blind (§§ 435.322, 435.330 and 435.340).
(v) Disabled (§§ 435.324, 435.330, and 435.340).
(3) If the agency provides Medicaid to any individual in a group specified in paragraph (b)(2) of this
section, the agency must provide Medicaid to all
individuals eligible to be members of that group.
[46 FR 47986, Sept. 30,1981, as amended at 52 FR 43072,
Nov. 9, 1987; 52 FR 48438, Dec. 22, 1987; 55 FR 48609,
Nov. 21, 1990]
§ 435.308. Medically needy coverage of
individuals under age 21.
(a) If the agency provides Medicaid to the medically
needy, it must provide Medicaid to individuals under
age 21 (or, at State option, under age 20, 19, or 18),
as specified in paragraph (b) of this section, who meet
the income and resource standards in Subpart I of
this part. (See § 435.301 for required coverage as either categorically or medically needy.)
(b) The agency may cover all individuals described
in paragraph (a) of this section or reasonable classifications of those individuals. Examples of reasonable classifications are as follows:
(1) Individuals in foster homes or private institutions for whom a public agency is assuming a full or
partial financial responsibility. If the agency covers
these individuals, it may also provide Medicaid to
individuals placed in foster homes or private institutions by private nonprofit agencies.
(2) Individuals in adoptions subsidized in full or in
part by a public agency.
(3) Individuals in intermediate care facilities, if intermediate care facility services are provided under the
plan. If the agency covers these individuals, it may also
provide Medicaid to individuals in intermediate care
facilities for the mentally retarded.
(4) Individuals receiving active treatment as inpatients in psychiatric facilities or programs, if inpatient
psychiatric services for individuals under 21 are provided under the plan.
[46 FR 47986, Sept. 30, 1981]
§ 435.310. Medically needy coverage of caretaker
relatives.
(a) If the agency provides for the medically needy,
it may provide Medicaid to caretaker relatives, as
specified in paragraph (b) of this section, who meet
the income and resource standards of Subpart I of
this part.
(b) "Caretaker relatives" mean individuals who—
(1) Meet the definition of a caretaker relative under 45 CFR 233.90(c)(l)(v)(A); and
(Rel 4-5/92
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§ 435.320

MEDICAID REIMBURSEMENT STANDARDS

(2) Have in their care an individual who is determined to be dependent, as specified in § 435.510.
[46 FR 47986, Sept. 30, 1981]
§ 435.320. Medically needy coverage of the aged
in States that cover individuals
receiving SSI.
If the agency provides Medicaid to individuals receiving SSI and elects to cover the medically needy,
it may provide Medicaid to individuals who—
(a) Are 65 years of age and older, as specified in
§ 435.520; and
(b) Meet the income and resource requirements of
Subpart I of this part.
[46 FR 47986, Sept. 30, 1981]
§ 435.322. Medically needy coverage of the blind
in States that cover individuals
receiving SSI.
If the agency provides Medicaid to individuals receiving SSI and elects to cover the medically needy,
h may proVydt Med)C3)d to blind individuate wbo
meet—
(a) The requirements for blindness, as specified in
§§ 435.530 and 435.531; and
(b) The income and resource requirements of Subpart I of this part.
[46 FR 47986, Sept. 30, 1981]
§ 435.324. Medically needy coverage of the
disabled in States that cover
individuals receiving SSI.
If the agency provides Medicaid to individuals receiving SSI and elects to cover the medically needy,
it may provide Medicaid to disabled individuals who
meet—
(a) The requirements for disability, as specified in
§§ 435.540 and 435.541; and
(b) The income and resource requirements of Subpart I of this part.
[46 FR 47986, Sept. 30,1981; 46 FR 54743, Nov. 11,1981]
§ 435.326. Individuals who would be ineligible if
tney were not enrolled in an HMO.
If the agency provides Medicaid to the categorically
needy under § 435.212, it may provide Medicaid
under the same rules to medically needy recipients who
are enrolled in a federally qualified HMO or in an
entity specified in § 434.20 (a)(3) and (a)(4), § 434.26
(b)(3),§ 434.26(b)(5)(ii) or section 1903(m)(6) of the
Act which provides services as described in § 434.21(b)
of this chapter.
(Matthew Bender & Co.. inc )
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[48 FR 54025, Nov. 30,1983, as amended at 55 FR 23745
June 12, 1990]
§ 435.330. Medically needy coverage of the aged,
blind, and disabled in States that
impose eligibility requirements more
restrictive than used under SSI.
(a) If an agency provides Medicaid as categorically
needy only to those aged, blind, or disabled individuals who meet more restrictive requirements than used
under SSI and elects to cover the medically needy,
it may provide Medicaid as medically needy to those
aged, blind, or disabled individuals who—
(1) Are not categorically needy, as specified in
paragraph (b) of this section;
(2) Have income and resources within the standards
established under Subpart I of this part; and
(3) If applying as blind or disabled, meet the blindness or disability requirements established under
§ 435.121.
(b) To determine whether an individual is covered
as categorically needy or medically needy, the agency
must—
(1) Consider as categorically needy those individuals
who meet the State's categorically needy financial standard and—
(i) Who, before their incurred medical expenses)
are deducted from income, meet the financial eligibility
requirements for SSI or a State supplement; or
(ii) Whose OASDI increases are not counted under
§§ 435.134 and 435.135.
(2) Consider as medically needy all other individuals.
[46 FR 47986, Sept. 30, 1981]
§ 435.340. Protected medically needy coverage for
blind and disabled individuals eligible
in December 1973.
If an agency provides Medicaid to the medically
needy, it must cover individuals who—
(a) Where eligible as medically needy under the
Medicaid plan in December 1973 on the basis of the
blindness or disability criteria of the AB, APTD, or
AABD p)an;
(b) For each consecutive month after December 1973,
continue to meet—
(1) Those blindness or disability criteria; and
(2) The eligibility requirements for the medically
needy under the December 1973 Medicaid plan; and
(c) Meet the current requirements for eligibility as
medically needy under the Medicaid plan except for
blindness or disability criteria.
[46 FR 47987, Sept. 30, 1981]
(Rel 4-5/92
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Residents of Institutions
Residents of certain institutions are not eligible for Medicaid. Residents of
other institutions may be eligible for Medicaid. If so, follow the rules in
Volume lll-M for the months in which the client must be considered a
resident of a medical institution.
Residents of households are eligible for Medicaid if all other factors of
eligibility are met.
215-1

What is an Institution?
Medicaid policy defines all dwellings as either a household or an
institution. When determining Medicaid eligibility, it is
important to decide if the place a person lives is a household or
an institution.
To be an institution, all the following criteria must be met.
1.

It has an owner, a manager, or other person in charge

2.

It provides food, shelter, and some treatment or"s<ervice
to its residents.

3.

It is designed to provide for four or more people who are
not related to the owner (there may be less than four
people living there).
OR
It is providing for four or more people who are not related
to the proprietor.

215-1
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Who is a "Po^ont" of a Household?
215-2

Who is a "Resident" of a Household?
A person living in a household is a resident of that household.
1.

Anyone who moves from a household to an institution is
still considered a resident of a household for the month
he is admitted to the institution.

2.

Anyone who moves from an institution to a household is
considered a resident of a household for the month he
leaves the institution.

215-2
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215-3

Who is a "Resident" of an Institution?
Unmarried People/People Married to Residents of Institutions
A person living in an institution is a resident of an institution,
beginning the month after he enters an institution. The client
remains a resident of an institution as long as he continues to
live there until the month before he leaves the institution. If the
client dies in the institution, consider the client a resident of the
institution for the month he died UNLESS it was also his first
month in an institution.
Married People - Spouse NOT a Resident of an Institution
Married people are residents of institutions from the month of
entry into the institution IF the spouse is not also a resident of
an institution. Married people remain residents throughout the
month of discharge.
1.

Child in Custody of the State
A person is nol considered a resident of an institution if
he is:
A.
B.
C.

Under the age of 18, AND
In the custody of a State agency, AND
Living temporarily in an institution while
arrangements are being made for an appropriate
placement. For example, children are often put in
a detention center while a decision is made as to
where they should be placed. These children are
not residents of the detention center. They remain
residents of the dwelling in which they lived before
being placed in the detention center.

(Continued on next page)
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Institutions for Mental Disease
A.

Residents of Institutions for Mental Disease (IMD),
who are ineligible because they do not meet the
age requirements for a resident of an IMD, are
NOT residents while on conditional or convalescent
leave from the institution. (See Section 215-5 for
a definition of an institution for Mental Disease and
the age requirements for these residents.)
(1)

Residents of an Institution for Mental
Disease (IMD), who are ineligible because of
their age (age 22 through age 64) or
custody status, may not be opened for
Medicaid during the period they receive
emergency treatment in another facility.

(2)

A resident of an IMD may only qualify for
Medicaid between the ages of 22 through
64 when that resident is placed on
conditional or convalescent leaveConvalescent leave is when the resident is
sent home from the institution for a trial visit
and placed on convalescent leave.
Conditional leave is when the resident is
released from the institution-on the condition
that the resident receive outpatient
treatment or another comparable condition
and placed on a conditional leave.
However, if a patient is temporarily released
from an IMD for the purpose of obtaining
medical treatment, this is not considered a
conditional release and the patient is still
considered an IMD patient.

(Continued on next page)
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B.

3.

Residents of Institutions for Mental Disease who
are 21 years old or younger are considered
residents until they are unconditionally released.
Residents of IMD's age 21 and younger qualify for
Medicaid. (See Section 215-5 for a definition of
an Institution for Mental Disease.)

Correctional Facilities
Residents of correctional or holding facilities are
considered residents of such facilities until they are
unconditionally released, or until they are released on
bail, probation, or parole.

215-3 Page 3
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Residents of Medical Institutions
Medicaid policy defines all institutions as MEDICAL or
NON-MEDICAL. A medical institution is a facility that is
organized to provide medical care. Medical institutions include,
but are not limited to:
1.
2.
3*.
4.
5,

hospitals
skilled nursing facilities
intermediate care facilities
the Utah State Training School
Institutions for Mental Disease

Any resident of an institution that is primarily engaged in
providing diagnosis, treatment or care to persons with
tuberculosis is not eligible for Medicaid.
A resident of a medical institution may be eligible for Medicaid
if all other factors of eligibility are met. Follow the rules in
Volume lll-M.

215-4
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Residents of Institutions for Mental Disease
1.

What is an Institution for Mental Disease?
An institution for mental disease is a hospital, nursing
facility, or other institution of more than 16 beds that is
primarily engaged in providing diagnosis, treatments, or
care of persons with mental diseases, including medical
attention, nursing care, and related services.
Utah has eight Institutions for Mental Disease,
A.
B.
C.
D.
E.
F.
G.
H.

2.

Benchmark Regional Hospital, Woods Cross
Charter Canyon Hospital, Orem
Charter Summit Hospital, Midvale
Olympus View Hospital, Salt Lake City
Rivendell of Utah, West Jordan
Utah State Hospital, Provo
Wasatch Canyons Hospital, Salt Lake City
Western Institute of Neuropsychiatry, Salt Lake
City

Aae Requirements for Residents of IMDs
A.

Residents of Institutions for Mental Disease who
are 22-64 years old are not eligible for Medicaid.

B.

Residents of Institutions for Mental Disease who
are under 21 years old are eligible only if they are
residents of Utah State Hospital. If they are
residents of any other Institution for Mental
Disease, they are not eligible for Medicaid.

C.

An eligible resident of an IMD is eligible for the
month in which that client turns 21 years of age.

(Continued on next page)
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D.

An eligible resident of an IMD may continue to be
eligible through the month in which"' fie turns 22
only if he was eligible, and receiving Medicaid, the
month in which he turned 2 1 . Eligibility for a 21
year old terminates when he is discharged from the
IMD, or when he turns 22, whichever happens
first.

E.

Residents of IMDs who are 65 years of age, or
older, are eligible for Medicaid.

215-5 Page 2
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Residents of Non-Medical Institutions
Non-medical institutions include jails, prisons, and community
residence facilities. Other institutions may also be non-medical.
Once an institution is found to be non-medical, determine if it is
private or public. All institutions are either public or private.
1.

Residents of Private Institutions
Residents of private institutions may be eligible for
Medicaid if all other factors of eligibility are met.

2.

Residents of Public Institutions
A public institution is one which is the responsibility of a
governmental unit or one where a governmental unit
exercises administrative control.
Residents of most public, non-medical institution are not
eligible for Medicaid. There are exceptions listed below.
A.

Residents who live in an institution for the primary
purpose of getting an education or training - A
person who lives in a public non-medical institution
for the primary purpose of getting education or
training is eligible for Medicaid if all other factors
of eligibility are met.

(Continued on next page)
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B.

Residents of Community Residence Facilities - A
community residence facility is one that is primarily
operated as a residence for the welfare of the
people who live there. This does not include
correctional or holding facilities, half-way houses,
community residences designed to serve more than
16 people, community residences serving more
than 16 people, and community residences on the
grounds of or adjacent to an ineligible institution.
AH other residents of community residence
facilities are eligible if all other factors of eligibility
are met.
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Institutional Summary Chart

Medical or
Non-Medical
Institution?

Non-Medical

Medical

Not for
treatment
ofTB or
Mental
Disease
I
ELIGIBLE

Treatment
ofTB
I
INELIGIBLE

EXCEPT:

Institution
for
Mental Disease

Education & Trainings
Facility OR
Community Residence
Facility, up to 16
residents.

22-26

65 or older
I
ELIGIBLE

I

INELIGIBLE
UNDER
21

Utah State
Hospital
I
EUGIBLE

Public
I
INELIGIBLE

Not Utah
State Hospital

I
INELIGIBLE

215-7
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305-3

Specified Relatives
1.

Eligible Adults
An adult may be eligible for F Medicaid if that adult is a
specified relative for a child living in the same home.

2.

Eligible Children
Children may be eligible for F Medicaid if they live in the
same home with a specified relative.

3.

Who Are Specified Relatives?
Here are some examples of specified relatives:
A.

Parents (See Section 229)

B.

Grandparents

C.

Brother or Sister, including step-brothers and
step-sisters, half-brothers and half-sisters, and
adopted brothers and sisters

D.

Aunt or Uncle

E.

First Cousin

F.

Nephew or Niece

G.

People of prior generations as designated by the
prefix grand, great or great-great

H.

The spouse of any person on this list (See Section
229-3 for information on Common-law Marriage)

(Continued on next page)
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I.
4.

The former spouse of any person on this list

Temporary Absences
Count adults or children as living with each other during
temporary absences from the home. This includes
absences for schooling, visits, and medical treatment.
Indian children in boarding schools are temporarily absent
from their home. Children in a school for the deaf and
blind are temporarily absent from their home.

305-3 Page 2
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Whose Income to Count
1.

Married Clients - Spouse at Home
Use Spousal Impoverishment Policy. Refer to Section 215-3 for
definition on who is a resident of an institution based on marital
status.
Do not count the spouse's income, beginning the month of entry into
the medical institution if the institutionalization is expected to last 30
consecutive days or longer.
Married people are residents*of institutions from the month of entry
into the institution IF the spouse is not also a resident of an
institution. Married people remain residents through the month of
discharge.

2.

Married Clients - Spouse Already Institutionalized
When the spouse is also a resident of an institution, do not consider
eligibility as an institutional case until the month after entry into the
institution.
Do not count income from the institutionalized spouse. Compare the
iriacine of the client only against the BMS for the month of entry.

3.

Clients Without Spouses
If the client is a widowed or divorced adult, or an adult who has never
married, count only the client's income to determine eligibility.
If the client is an unemancipated child, count the income of the
parents to determine eligibility in the month of entry and the month of
discharge into the medical institution. Beginning the month AFTER
entry into the medical institution and until the month before discharge,
count only the client's income.

485
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ASSET STANDARDS - SPOUSAL IMPOVERISHMENT DETERMINATION OF
ASSETS BASED ON MARITAL STATUS
When the Institutionalized Client is Single
557

Spousal Impoverishment Determination of Assets Based on Marital Status
When an institutionalized client is single, you use a different policy to count
assets than when they are married. Married clients receive an additional
benefit under spousal impoverishment policy. This allows the spouse at
home to keep more assets and still allow the institutional spouse to become
eligible.
557-1

When the Institutionalized Client is Single
Count only the assets of the client to determine initial eligibility.
If the client is an unemancipated child, count the assets of the
parents ONLY for the month of entry and the month of
discharge.
Count only the assets of the client to determine on-going
eligibility.

557-1
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When the Institutionalized Client is Married
557-2

When the Institutionalized Client is Married
There are two asset eligibility tests:
1.

Initial Eligibility Test
The initial eligibility test is administered differently if the
client's last entry into a medical institution was before
October 1, 1989. The "last entry" is the latest
admission which was preceded by at least 30 days in
which the client was not in a medical institution for a
stay expected to last at least 30 days.
If the client's last entry was before October 1, 1989,
count only the assets in the client's name to determine
eligibility.
If the client's last entry was after September 30, 1989,
the test is based on the combined assets of the client
and the client's spouse. This is the date when spousal
impoverishment policy became effective. In this situation
you must complete an assessment of assets and follow
the policy in section 558 - 564.

2.

On-Going Eligibility Test
Each recipient must pass an asset test each month to
determine eligibility for continued assistance.
This test is based upon the assets in the client's name.
These assets must always be at or below $2,000 as of
the first moment of each month.

557-2

